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INTRODUCTION 


The  purpose  of  this  study  is  to  document  the  impact  of  the  changes  made 
to  the  state's  rental  assistance  program  —  the  Massachusetts  Rental  Voucher 
Program  (MRVP),  formerly  called  the  Chapter  707  program. 

The  707  program  was  created  by  the  Legislature  in  1966  to  assist 
low-income  tenants  with  excessive  rent  burdens.  The  program  was  an  income 
based  program  with  participants  paying  a  portion  of  the  rent,  originally  25%  of 
net  income  towards  shelter  costs  (rent  +  utilities),  and  the  Commonwealth 
paying  the  difference  between  this  amount  and  the  fair  market  rent  charged  by 
landlords. 

Project-based  certificates  were  another  feature  of  the  707  program  which 
designated  subsidies  for  specific  projects.  These  were  used  by  non-profit  and 
for-profit  developers  to  create  permanent,  affordable  housing.   Project-based 
707s  were  not  only  beneficial  to  low-income  families  and  the  homeless,  but 
they  also  helped  make  financing  of  permanent,  affordable  housing  possible. 

On  November  1,  1992,  the  707  program  was  eliminated  and  replaced  with 
the  Massachusetts  Rental  Voucher  Program  (MRVP).  Major  changes  to  the 
program  included: 

•  Reducing  the  appropriation  from  $98  million  to  $75.5  million. 

•  Converting  from  a  program  based  on  a  tenant's  percentage  of  income  to 
one  based  on  a  flat  voucher  amount.  Voucher  amounts,  which  are 
determined  by  EOCD,  are  based  on  income,  region,  and  bedroom  size. 

•  Eliminating  the  utility  allowance  which  assisted  tenants  who  resided  in 
units  where  the  rent  did  not  include  utilities. 

•  Lowering  the  amount  the  administering  agencies  receive  to  run  the 
program. 

•  Dropping  from  the  program  over  600  households  which  were  above  200% 
of  the  federal  poverty  level. 

In  1989,  there  were  more  than  19,000  households  receiving  state  rental 
assistance.   Due  to  the  drastic  cuts  which  have  occurred,  there  are  now 
approximately  16,000  households  on  the  program. 

The  MRVP  Program  has  been  in  place  for  five  months  and  the  impact  of  the 
changes  is  becoming  clear.  The  key  finding  from  this  survey  is  that  families 
are  being  seriously  hurt  by  the  changes  made  to  the  707  program.  The 
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majority  of  families  surveyed  are  paying  an  inordinate  percentage  of  their 
income  toward  their  shelter  costs  (rent  +  utilities).  While  very  few  families  have 
become  homeless,  they  are  now  at-risk  of  becoming  homeless.   Surveys  show 
that  the  average  household  is  paying  55%  of  income  towards  gross  rent.  This, 
by  federal  definition,  means  these  families  are  "at-risk  of  becoming  homeless." 

While  tenants  are  finding  it  unaffordable  to  stay  in  their  apartments,  many 
are  also  finding  it  extremely  difficult  to  move.  Tenants  report  that  they  are 
unable  to  find  units  which  are  affordable  and  which  meet  the  State  Sanitary 
Code.  They  also  report  the  difficulty  of  finding  landlords  who  are  willing  to 
accept  the  vouchers.   If  a  tenant  is  successful  in  locating  a  new  unit,  they  still 
face  the  barrier  of  paying  moving  expenses  and  a  possible  security  deposit  and 
first/last  month's  rent. 

Over  the  past  ten  years,  project-based  subsidies  have  been  vital  to  building 
affordable  housing  and  stabilizing  neighborhoods.   Project-based  contracts 
have  been  used  to  provide  steady  operating  subsidies,  enabling  developers  to 
borrow  financing  to  make  the  projects  viable.  The  cuts  in  the  rental  assistance 
program  have  put  at-risk  numerous  project-based  developments  and  programs 
which  serve  very  low  income  people  and  special  populations,  such  as  teen 
parents,  the  elderly,  victims  of  domestic  violence,  people  with  disabilities  and 
others. 

In  response  to  the  changes,  EOCD  has  developed  a  Safety  Net  Program, 
which  in  many  instances  has  helped  tenants  to  negotiate  contracts  with 
landlords  and  to  locate  new  apartments.  Secretary  Mary  Padula  and  her  staff, 
as  well  as  the  administering  agencies  and  the  Housing  Services  Programs,  have 
put  enormous  efforts  into  ensuring  that  tenants  can  remain  in  their 
apartments.   However,  this  is  only  a  temporary  measure  that  still  leaves 
tenants  paying  a  substantial  portion  of  income  for  rent.  Any  additional  cuts  to 
the  program  will  push  a  significant  number  of  people  into  homelessness, 
resulting  in  great  economic  and  social  costs  to  the  Commonwealth. 


KEY  FINDINGS 


VOUCHER  AMOUNT! 


■  Finding:   The  average  tenant  share  of  gross  rent  (rent  +  utilities)  is  55%  of 
household  income. 

Under  the  707  program,  tenant  share  of  rent  was  capped  at  30%  of  income. 
When  the  program  was  originated,  tenant  share  of  rent  was  capped  at  25%  of 
income.  The  current  federal  standard  is  30%  for  the  HUD  programs  such  as  Section 
8  and  public  housing. 

Paying  50%  or  more  of  one's  income  for  shelter  costs  qualifies  a  household  for  a 
federal  preference  for  housing.  These  families  are  deemed  to  be  at-risk  of 
homelessness. 

Interviews  with  tenants,  administering  agencies,  Legal  Services,  and  Housing 
Services  have  shown  this  issue  to  be  the  most  pressing.  All  respond  that  the  biggest 
problem  they  are  seeing  is  tenants  being  unable  to  afford  their  new  rents. 

■  Finding:   The  average  increase  in  tenant  share  of  rent  is  $118  per  month, 

not  including  utility  costs. 

Surveys  show  that  tenants  face  an  increase  in  their  share  of  the  rent  by  an 
average  of  $1 18  per  month.  This  does  not  factor  in  the  increased  utility  burden  that 
tenants  must  now  absorb  because  of  the  loss  of  the  utility  allowance.  The 
implication  of  this  increased  rent  and  utility  burden  is  that  tenants  are  facing 
situations  where  they  find  it  impossible  to  afford  housing  and  their  other  living  costs. 

■  Finding:   The  average  yearly  income  of  tenant  households  is  $8,218  for  a 
three-person  household. 

This  demonstrates  that  the  remaining  tenants  on  the  MRVP  Program  have  very 
low  incomes  and  cannot  absorb  any  additional  increases  in  housing  costs. 

■  Finding:    The  vast  majority  of  tenants  are  being  forced  to  cut  back  on 
other  basic  necessities  to  remain  in  their  apartment. 

The  majority  of  tenants  surveyed  believe  that  the  new,  higher  rental  amount 
coupled  with  the  loss  of  the  utility  allowance  have  made  their  situation  untenable. 

When  asked  how  they  were  able  to  handle  this  problem,  tenants  said  that  they 
had  to  resort  to  unacceptable  actions  such  as  not  paying  for  utilities,  not  buying 
needed  clothes  for  themselves  and  their  children,  or  foregoing  health  care. 


Administering  agencies,  Legal  Services  and  Housing  Services  all  reported  the 
same  finding:  many  tenants  are  unable  to  afford  their  rental  situation. 


AVERAGE  MONTHLY  BUDGET  FOR  A3  PERSON  HOUSEHOLD  ON  MRVP 
Monthly  income  =  $685 
Tenant  share  of  rent  and  utilities  =  $377 
Money  remaining  after  paying  shelter  costs  -  $308 
$308  must  be  used  to  pay  for  food,  health  care  expenses, 
transportation  costs,  childcare  costs,  phone,  clothing  expenses  and 
other  basic  living  costs. 


Legal  Services  Programs  have  begun  to  see  MRVP  evictions  and  fear  that  it  is  just 
the  beginning.  Housing  Services  workers  also  report  that  evictions  are  on  the  rise 
and  they  anticipate  many  more  in  the  future.  The  local  housing  authorities  surveyed 
said  they  have  seen  an  average  of  nine  evictions  per  authority  that  are  either  pending 
or  have  been  resolved.  Both  Housing  Services  and  Legal  Services  report  that  families 
are  in  rental  situations  which  are  likely  to  fail  because  of  the  excessive  percentage  of 
income  paid  for  rent. 

The  implication  for  the  state  is  that  we  will  be  paying  to  house  these  families  in 
emergency  shelters,  which  cost  about  four  times  as  much  as  apartments. 


CONVERTING  TO  THE  NEW  PROGRAM 


■  Finding:   60%  of  units  have  not  had  new  code  inspections  as  required  by 
regulation. 

Under  the  new  MRVP  regulations,  all  units  must  be  inspected  by  the  Local 
Boards  of  Health  by  April  30,  1993.   If  a  unit  is  not  inspected  or  does  not  have  a 
Board  of  Health  inspection  on  record,  the  tenants  will  not  receive  their  voucher 
amount. 

Tenants,  administering  agencies,  Legal  Services  and  Housing  Services  all  report 
various  difficulties  with  securing  inspections.  Many  Local  Boards  of  Health  were  not 
equipped  to  deal  with  the  additional  case  load.   Some  areas  report  that  the  Boards  of 
Health  are  charging  for  MRVP  inspections,  causing  a  hardship  for  tenants  and/or 
landlords.  The  local  housing  authorities  report  inspection  charges  of  up  to  $150. 
They  found  that  smaller  regions  have  been  hit  especially  hard.  They  believe  that  the 
Boards  of  Health  will  not  be  able  to  complete  the  required  inspections  by  the  April  30 
deadline. 


■  Finding:    25%  of  households  are  trying  to  move;  80%  of  tenants  looking  to 
move  have  not  found  new  units. 

Although  the  majority  of  tenants  surveyed  are  staying  in  their  apartments  despite 
the  situation  being  unaffordable,  25%  of  tenants  are  attempting  to  move.  The  major 
reasons  tenants  are  looking  to  move  are: 

•  The  current  unit  is  unaffordable 

•  The  landlord  is  unwilling  to  remain  in  the  MRVP  Program 

The  barriers  tenants  are  facing  in  looking  for  new  units  include: 

•  Unable  to  find  landlords  who  will  accept  the  rental  voucher  program. 
Administering  agencies  report  that  many  landlords  are  unwilling  to  participate  in 
the  MRVP  Program  because  it  is  seen  as  highly  undependable  given  the  state  cuts 
in  allowed  rents,  cuts  in  tenant  benefits  and  cancellation  of  prior  contracts.   In 
addition,  there  is  a  widespread  perception  that  the  program  could  abruptly  end  in 
the  near  future. 

•  Unable  to  find  affordable  units  that  meet  the  State  Sanitary  Code 

•  Unable  to  afford  a  security  deposit,  first/last  month's  rent  or  moving  expenses 

•  Unable  to  get  a  code  inspection  for  the  new  unit 

Housing  Services  and  Legal  Services  report  that  tenants  cannot  afford  to  stay,  but 
because  of  the  expenses  related  to  moving  they  cannot  afford  to  move.  They  both 
stressed  that  it  is  extremely  difficult  to  find  units  that  are  affordable  and  that  meet 
the  State  Sanitary  Code.  Tenants  are  also  having  a  hard  time  finding  landlords  who 
are  willing  to  accept  the  vouchers.  Administering  agencies  report  that  tenants 
wishing  to  relocate  within  their  current  community  face  additional  difficulties  given 
the  limited  choice  of  affordable  units. 

■  Finding:   80%  of  the  landlords  did  not  lower  the  rent  charged  to  the 
tenant. 

The  majority  of  landlords  participating  in  the  program  believe  they  are  unable  to 
absorb  another  rent  reduction  and  thus,  are  unable  to  lower  rents  charged  to 
tenants.  The  premise  that  market  forces  would  enable  landlords  to  lower  rents  and 
ease  tenant  burdens  has  not  proven  to  be  true.  The  major  reason  that  landlords  have 
not  lowered  rents  is  they  have  a  financial  obligation  to  the  banks  and  other  lenders 
which  hold  their  mortgages.  Many  tenants  said  that  their  landlords  had  already 
sustained  cuts  over  the  last  two  years.  Many  tenants  also  questioned  the  ability  of 
landlords  to  continue  to  participate  in  this  program. 


■  Finding:  There  are  more  than  100  MRVP  households  whose  landlords  have 
not  finalized  permanent  contracts  with  the  administering  agency  as  required 
by  regulation. 

The  MRVP  regulations  mandate  that  all  landlords  must  sign  contracts  with  the 
administering  agency  by  April  30.  While  the  vast  majority  of  landlords  have  signed 
such  contracts,  there  are  at  least  100  households  that  are  at-risk  of  being  terminated 
from  the  program  if  contracts  are  not  signed  by  the  deadline. 

There  are  numerous  barriers  which  are  preventing  tenants  from  finding  a  unit 
with  landlords  willing  to  enter  into  a  permanent  contract  with  the  administering 
agency.  Housing  Services  and  Legal  Services  workers  expressed  concern  for  the 
tenants  who  will  be  unable  to  secure  permanent  contracts  by  the  April  30  deadline. 


PROJECT-BASED  UNITS 


■  Finding:   Many  project-based  developments  and  the  tenants  that  reside  in 
them  are  at-risk. 

Over  the  past  10  years,  project-based  subsidies  have  been  vital  to  building 
affordable  housing  and  stabilizing  neighborhoods.   Project-based  contracts  have  been 
used  to  provide  steady  operating  subsidies,  enabling  developers  to  borrow  financing 
to  make  the  projects  viable.  Under  MRVP,  tenants  in  project-based  units  pay  30%  or 
35%  of  income  depending  on  whether  their  rent  includes  utilities. 

There  are  two  main  reasons  why  many  project-based  developments  are  facing 
problems: 

•  The  owners  have  been  forced  to  take  several  rent  reductions  over  the  past  two 
years. 

•  Many  tenants  in  the  developments  cannot  afford  their  increased  rent  burden, 
leaving  the  owner  to  absorb  the  difference.  The  increased  rent  burdens  are  the 
result  of  the  loss  of  utility  allowances  and  the  way  voucher  amounts  are 
calculated. 

A  survey  of  47  projects  totaling  over  2,300  units  owned  by  Community 
Development  Corporations  (CDCs),  found  that  most  CDC  projects  are  in  arrears  and 
many  are  in  default.   Projects  serving  the  greatest  number  of  poor  households  (50% 
of  median  or  below)  are  facing  the  most  severe  problems.  Most  publicly  financed 
projects  are  in  the  process  of  refinancing.   However,  CDCs  which  have  projects  that 
are  privately  financed  have  not  been  able  to  restructure  successfully. 


RECOMMENDATIONS 


&o  Recommendation:   Stabilize  the  funding  for  the  Massachusetts  Rental 
Voucher  Program  for  Fiscal  Year  1 994. 

The  MRVP  Program  cannot  sustain  any  more  cuts.  In  addition,  the  Legislature  should 
consider  raising  the  voucher  amounts  because  the  biggest  problem  tenants  are  facing  is 
they  simply  cannot  afford  their  new,  higher  rents. 

&n  Recommendation:   Extend  the  April  30  deadline  for  signing  contracts  and  for 
obtaining  code  inspections. 

The  survey  found  that  there  are  at  least  100  units  which  are  not  under  contract. 
Under  the  regulation,  tenants  in  these  units  are  to  be  terminated  from  the  program. 

With  the  myriad  of  problems  that  tenants  face  securing  inspections  for  their  units,  it 
would  be  grossly  unfair  to  penalize  them  with  the  loss  of  their  voucher  for  failing  to  obtain 
an  inspection  by  April  30.   In  addition,  if  inspections  are  not  completed  then  the  state  will 
be  subsidizing  units  in  substandard  condition. 

&n  Recommendation:    Guarantee  security  deposit,  first/last  month's  rent  for 
tenants  who  find  that  these  are  barriers  to  relocating. 

Under  the  old  rental  assistance  program,  security  deposits  and  first/last  month's  rent 
were  guaranteed  by  the  administering  agency.  This  assistance  is  crucial  in  helping  tenants 
obtain  new  apartments. 

&n  Recommendation:   Honor  the  Commonwealths  commitment  to  developments 
and  programs  which  receive  project-based  assistance. 

The  Legislature  needs  to  develop  a  solution  to  assist  in  the  refinancing  of  project-based 
developments,  especially  those  which  are  privately  financed.  The  state  should  also 
research  the  possibility  of  providing  a  one-time  refinancing  pool  to  retire  the  debt  on  these 
projects.   However,  many  projects  will  continue  to  need  an  ongoing  operating  subsidy.  This 
is  especially  true  for  programs  that  serve  very  low  income  people  and  special  populations 
including  victims  of  domestic  violence,  teen  parents  and  people  with  disabilities. 

&%  Recommendation:   Redesign  the  current  Massachusetts  Rental  Voucher 
Program. 

The  housing  community  is  in  the  process  of  developing  recommendations  for  improving 
the  Commonwealth's  provision  of  rental  assistance  to  low-income  tenants.  The  Legislature 
should  act  on  this  legislation  when  it  comes  before  them  in  the  fall. 
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